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Crewusury Depariaent, 
Buxewn of the Bitiud, 


Shastinogon, D.C. Penrvary 20,1807. 


, . dD. XK. Watsom, | 
| Kel logge Building, Was hington, D. Ge 


Sir? 


I have your favor of February 17th, and am much gratified at 


e appreviatiom you express of the review of Messrs. Towne and Bar 


pets critivien. ; 

Upon: the poimt to which you call my attention, I beg to say? 

se ket of July 4th, 180U, was a compromise measure and LiKe e11 sveh 
jasures contains the evidence of the erfort on the part of each side 
re. controversy to get its ideas into it. Und oaptiod ty - Jamguego 
the Act gives the Secretary of the treasury the option to pay Treas 

ry Notes im gold or eiiver. That much af it wes conten in by the 


| g requir- 
liver men. On the other hend, the Seoratary of the Treesury i 9 


ne the parity petweén the 
who did not believe in 
reared that the legislation tren being 
of the silver doltar to 1t¢ 


and expected 


a to usa this optiom with a view to preservi 
"¢ wh take. That much was gotten in by those 
he free coinage of silver and 
Nacted might; not raise the bullion value 
: value. It was hoped by all whe voted for that Act, 
y wany, that its infiuence upon the price of silver would rai se the 
alue of that metal to the éoinage value, but if it feaa it was their 


e 
pose that the value of the silver ¢oin should be maintained - th 
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ey of the government, and all Secretaries of the Treasury since that 
have ex 
In reply to the query as to why the Government in all the years 


ercised the option to that end o 


yy to 1879, did not give its creditors the option of the metal in 


vn they should be paid, I would say that: during all that time prior 


the war, we were operating under the free coinage of both metals, 
Be init any pledge or guaranty on the part of the government 


: they should be maintained at a parity. The coveranttenet vee 
metal, coins it and returns it to the owner, but assumes no rex 
‘ ibility whatever for the value of either coin. 

The free coinage of both motale always results im an alternating - 
ndavd. It is wholly impracticable end impossible for a Government 
permit the freé coinage of both metals and at the same time attempt 
Sainte in a parity. It cannot be cone end has never been attempted. 
is expected and understood by ail parties that under that policy | 

| ‘debtor will have the optken of paying in the cheaper metal. But 


the Act of 1871, cold only was made the standard of value in this 
We have 


ntry and we resumed specie payments in 1879 on that basis. 
ventured sire that time to admit silver to free coimage, because 
: recognized that then it wo wld be use less to attempt to main= 

m the parity by co ernméntal policy and have feared that silver, 
tead of gold, would Keome the sole standard of value. 

2 do not think it WOrg have been a dishonest policy to have 

nt inued, as we were before ¥, War with the mints opem to the free 
of beth gold and silver. yaaountedly we would have gone to a 


ver basis end everybody would i recognized the fact end would 
* 


5 
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ye made his business calculations accordingly. We would then have 


dollar 


: med specie payments in sintetingl only <gwamea, paper had reached the value 


P thers jilver délier, Gold would not actually have come into use again 


the standard of value. But we did not Pursus this poliew. We made 


r the sole standard ef value with the coinage of silver limited | 


d committed the Goverment to maintain the parity under that com 


*, When the Governnent did not give its creditors a choice as to the 


fone This it was that made the Situatiom different from that. 
ore the War. The Goverrment bought the Silver, paid it out at the - 
W¢ of gold and gave its pledge to the publie that it would maimtain 
et the vaine of gold. This is the basis of its obligation to do 80g 
ahaa conditiom it cannot exercise the option to pay in silver 
6 and regardless of the value of the silver. . 


fhe statement that there never nad been a time sinee January 21, 


of money in which they should be paid, was based upom imquiry as 


nat had been the actual policy of the Treasury. This, I am informed, 
~ S888, thet is to say, the Treasury has always sime 1879, comstrued 
Word *eoin" to mean gold if the creditor desired gold. ‘There was 
Benge in this péliey about 1892—93 ss suse ested by Messrs. Towme 
I vartine om page 83, 
Very truly yours, 
GE j a een ie 


Director of the viitgne ‘ 


Ine. ct at, Mee eh A 


‘ 


i * a an. A nb 2 
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Treasury Department, 
Bureau of the Mint, 
Washington, D. C. 


February 20, 1899. 


Hon. D. K. Watson, 
Kellogg Building, Washington, D. C. 


Dear Sir: 

I have your favor of February 17th, and am much gratified at the appreciation you 
express of the review of Messrs. Towne and Bartine’s criticism. 

Upon the point to which you call my attention, I beg to say: The Act of July 14th, 1890, 
was a compromise measure and like all such measures contains the evidence of the effort on the 
part of each side to the controversy to get its ideas into it. Undoubtedly the language of the Act 
gives the Secretary of the Treasury the option to pay Treasury Notes in gold or silver. That much 
of it was gotten in by the silver men. On the other hand, the Secretary of the Treasury is required 
to use this option with a view to preserving the parity between the two metals. That much was 
gotten in by those who did not believe in the free coinage of silver and feared that the legislation 
then being enacted might not raise the bullion value of the silver dollar to its face value. It was 
hoped by all who voted for that Act, and expected by many, that its influence upon the price of 
silver would raise the value of that metal to the coinage value, but if it failed it was their purpose 
that the value of the silver coin should be maintained by the policy of the government, and all 
Secretaries of the Treasury since that time have exercised the option to that end. 

In reply to the query as to why the Government, in all the years prior to 1879, did not 
give its creditors the option of the metal in which they should be paid, I would say that during all 
that time prior to the war, we were operating under the free coinage of both metals, and without 
any pledge or guaranty on the part of the government that they should be maintained at a parity. 
The government under free coinage receives either metal, coins it and returns it to the owner, but 
assumes no responsibility whatever for the value of either coin. 

The free coinage of both metals always results in an alternating standard. It is wholly 
impracticable and impossible for a Government to permit the free coinage of both metals and at 
the same time attempt to maintain a parity. It cannot be done and has never been policy. But it is 
expected and understood by all parties that under that policy the debtor will have the option of 
paying in the cheaper metal. But by the Act of 1873, gold only was made the standard of value in 
this country and we resumed specie payments in 1879 on that basis. We have never ventured 
since that time to admit silver to free coinage, because we have recognized that then it would be 
useless to attempt to maintain the parity by governmental policy and have feared that silver, 
instead of gold, would become the sole standard of value. 

I do not think it would have been a dishonest policy to have continued, as we were before 
the War with the mints open to the free coinage of both gold and silver. Undoubtedly we would 
have gone to a silver basis and everybody would have recognized the fact and would have made 
his business calculations accordingly. We would then have resumed specie payments in silver 
only, when the paper dollar had reached the value of the silver dollar. Gold would not actually 
have come into use again as the standard of value. But we did not pursue this policy. We made 
gold the sole standard of value with the coinage of silver limited and committed the Government 
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to maintain the parity under that condition. This it was that made the situation different from that 
before the War. The Government bought the silver, paid it out at the value of gold and gave its 
pledge to the public that it would maintain it at the value of gold. This is the basis of its 
obligation to do so. Under this condition it cannot exercise the option to pay in silver careless 
and regardless of the value of the silver. 

The statement that there never had been a time since January 21, 1879, when the 
Government did not give its creditors a choice as to the kind of money in which they should be 
paid, was based upon inquiry as to what had been the actual policy of the Treasury. This, | am 
informed, is the case, that is to say, the Treasury has always since 1879, construed the word 
“coin” to mean gold if the creditor desired gold. There was no change in this policy about 1892- 
93 as suggested by Messrs. Towne and Bartine on page 83. 


Very truly yours, 

[Signature] Director of the Mint. 

PS: Do not understand me to think that it would have been just as nice to have continued the free 
coinage of both gold and silver. My point is that it would not have been inconsistent to have 


continued an established policy. But this xxx be disxxxx after adopting another policy, and after 
xx both xxxx, to have their changed to that [cheaxxxx] standard. 


